The German Child Benefit ("Kindergeld") is paid to legal guardians of children as a cash benefit in order to satisfy the constitutional requirement that children's minimum existence not be taxed. This study employs exogenous variation in the amount of child benefit received by households in the German Socio-Economic Panel to investigate the extent to which these various changes in Child Benefit have translated into an improvement in the well-being of the children. Although the data set does not contain information regarding direct measures of child well-being, it allows for an investigation of household expenditures and behaviors that in return impact the well-being of childen. I estimate the impact of changes in the child benefit on the probability of owning a home, the size of the home, the probability of owning a car, food expenditures, as well as the probability of smoking and alcohol consumption behavior. I use household fixed effects specifications and control for time-varying covariates such as other types of household income, household composition, number of children in the household in order to cleanly identify the effect of child benefit income. The paper informs policymakers regarding the efficacy and effectiveness of the child benefit.
Introduction
The parents of children in Germany receive a monthly child benefit ("Kindergeld") for every child. This benefit is not means tested and all German and EU citizens living in Germany qualify for it.
1 The Child Benefit is at the core of all family support policies in Germany and the Federal Constitutional Court has confirmed that it is intended to ensure that children's needs in terms of nutrition, housing, clothing, personal hygiene, and heating are met (Bundesverfassungsgericht, 1998) . Since the benefit is not provided in-kind but rather as a cash transfer to the parents, how much of the additional income is actually used to improve the welfare of children remains an open empirical question.
While there exists some literature investigating the impact of child benefit systems in different European countries and Canada, this study is the first to investigate the impact of child benefit income on various dimensions of household expenditures and parental behavior in Germany. More importantly, this paper contributes to the literature by cleanly identifying the effect of the child benefit: I use a panel data set of households and exploit exogenous intra-household variation in the amount of the benefit to isolate its effect on the outcomes of interest. Using within-household variation of child benefit income in a panel of households and controlling for various timevarying household characteristics overcomes the identification problem of separating the effect of a child benefit from the effects of differences in the number of children, ages of children, and other confounding factors noted in the previous literature (Edmonds, 2002) .
Standard economic theory of consumer choice predicts that the source of any additional household income is irrelevant in determining how that additional income is spent (Becker, 1981) . Families maximize a joint utility function and a cash transfer shifts out the family budget constraint. The change in expenditures resulting from the shift in the budget con-straint does not depend on the source of the additional income and increases in the child benefit will result in the same Engel curves as would increases in other types of household income. There are many reasons why this prediction may not hold (see for example Browning et al., 1994; Lundberg and Pollack, 1993; Schady and Rosero, 2008) and studies investigating child benefits in different countries, have confirmed that investigating households' responses to changes in the child benefit is a worthwhile exercise.
For example, Kooreman (2000) used repeated cross sections of Dutch consumer expenditure surveys to investigate the effect of the Dutch child benefit system on parents' spending behavior. He found that the effect of an increase in child benefit income on child clothing expenditures is larger than the effect of an increase in income from other sources on child clothing expenditures for households with only one child. Kooreman suggested that this may be caused by a labeling effect, where parents keep "mental accounts" as suggested in Thaler (1990) . However, this labeling effect vanished in households with more than one child: larger families did not distinguish between child benefit income and income from other sources. In a related study, Edmonds (2002) used cross-sectional household data of the Slovenian child benefit program from 1993 to investigate the impact of the child benefit on household expenditures for food, tobacco, alcohol, and clothing. He was unable to find a statistically significant impact of child benefit payments on any of the above household expenditures.
Most recently, Blow et al. (2012) examined the United Kingdom's Child Benefit program and found that up to half of a marginal dollar of an increases in the UK child benefit is spent on alcohol. Blow et al. (2012) studied the time period of 1980-2000 and relied on variation in the real child benefit due to the fact that the government imperfectly accounted for inflation when adjusting the nominal child benefit, and that the amount of child benefit received for the first child increased considerably on two occasions due to a policy change. Changes in the UK's Child Benefit policies have also been used by Lundberg et al. (1997) to show that expenditure patterns are different when the child benefit is paid to the mother, compared to when it is paid to the father. They show that expenditures on women's and child clothing increased when a reform of the UK's system transferred the payout of the benefit from the head of household to the mother.
Given these sharply different results, this paper adds to the evidence on the effects of child benefit income. Using a data from the German Socio-Economic Panel from 1996 to 2009, I find that the probability of home ownership increases in the child benefit, as does the probability that the family has access to a garden. For those households who rent their home, the size of the residence increases. These effects are statistically significant, but their magnitude is small. There is no significant impact of child benefit on housing variable for those who already own their home. Moreover, I find that for higher income households the probability of owning a car increases in the child benefit. Again the effect is statistically significant but small. The largest significant effect of child benefit income is on food expenditures and in this case the effect is larger for low income families compared to higher income families. The increase in the child benefit over the sample period used in this paper has increased per capita food expenditures by about e15.19 per month for low income households, and by about e8.96 for higher income households.
At the individual level I find that an increase in child benefit increases the probability of smoking of the parent, but that there is no significant effect on drinking behavior. Finally, I
find that increases in the child benefit negatively affect the labor supply of men: Men work about 25 minutes less per week in response to the increase in child benefit that took place between 1996 and 2009.
Background of the Child Benefit Program in Germany
The basic idea of the child benefit is as follows: 2 The living wage of an individual or couple is not subject to income tax and only income that exceeds that living wage ("Grundfreibetrag")
2 In this section I describe the current child benefit system (1996-present) . See Ruhl (1994) for an interesting historical perspective on different approaches to family policy in Germany starting with the early 1900s.
is taxable.
3 Households with children are eligible for an additional tax deduction for each child ("Kinderfreibetrag"), but this additional deduction is not considered when calculating tax withholdings. Instead, families with children receive a monthly child benefit in cash.
The cash benefit is strictly a function of the number of children; household income or other considerations are irrelevant. 4 This means that a household with two children pays the same amount of income tax as a childless but otherwise identical household with identical income, yet the household with children receives the cash child benefit while the childless household does not.
At the end of the year, the Tax Office calculates the total yearly amount of cash child benefit received by the household, and it also calculates the potential tax savings if the child deduction would have been taken instead. For most households the total yearly cash child benefit they received throughout the year exceeds the tax savings that would have resulted from claiming the child deduction. In this case the household keeps the excess amount as a transfer payment ("Förderanteil"). For households with very high income, the tax savings from taking the child deduction exceeds the total yearly child benefit. In this case, the houshold claims the deduction and pays back any child benefit received. 5 The Tax Office determines ex officio whether the child benefit or the child deduction results in larger savings for the household and therefore this choice is not subject to errors or by the filing household.
Due to changes in the tax schedule and changes in the amount of the allowed decuction, the taxable household income threshold beyond which taking the tax deduction provides a larger benefit than taking the cash payment varies slightly over time. In 2009, there were 3 This is equivalent to a "personal exemption" in the U.S. income tax system. 4 All children are generally eligible until they turn 18 years old. Thereafter, the parents may still receive child benefit for the child until the child turns 25 if certain conditions regarding employment status and earnings of the child are met. For instance, a family may continue to receive child benefit for a child older than 18 years if the child still attends school or university. The precise conditions to be able to receive the benefit beyond the 18th birthday of the child changed over time and are not be considered in this paper.
5 The current system of receiving a large cash benefit, or a tax deduction has been in place since 1996. Prior to 1996, households received both a tax credit and a (much smaller) cash benefit payment. Due to this change in policy, I restrict my attention to 1996 and beyond. Indeed, previous studies have used changes in the child benefit law as an exogenous source of income variation. For example, Tamm (2008) used the 1996 change in the law as a "natural experiment" that increased income for households with children. He used this natural experiment to determine that income is not causally related to school choice in Germany.
17.7 million children eligible for child benefit in Germany. Only 11.8% of those children lived in households with sufficiently high household income to be considered for the tax deduction instead of the cash benefit. In monetary terms, direct state expenditures due to the child benefit and the child deduction were e38.5 billion in 2009 (about 1.6% of GNI), e36.9 billion of which were for the cash benefit and the remaining 1.7 billion for the tax deduction (Bundesministerium der Finanzen, 2010).
Taxable income is not directly observed in the data and is difficult to accurately impute. Therefore, I use only the cash amount of child benefit that is paid out to everyone throughout the year. Ignoring the possibility of a larger benefit when filing their tax return for households with higher income means that the amount of child benefit can be considered a lower bound.
Given that -as outlined in the previous paragraph-the majority of households receive the cash benefit, I do not expect that using the lower bound of benefit received will have an impact on the results presented below. However, I do estimate separate specifications for those households that are considered to be at-risk for poverty because the child benefit is a larger share of their overall household income.
Contrary to the UK's benefit studied in Blow et al. (2012) , where during the considered time frame the primary real variation between years came from imperfect inflationadjustment of the nominal benefit amount, changes in the German child benefit amounts are considerably larger and the increases in the amount have exceeded the devaluation due to inflation.
Empirical Strategy and Data
I estimate a number of household level equations explaining choices regarding housing, the probability of having a car in the household, and per person food expenditures. These outcomes do not capture expenditures that are directly assignable to children, but since the child benefit is intended to support -among other things-housing and nutrition of children, the results will allow an important insight into whether the child benefit is spent according to the intentions of the policy maker. Moreover, I estimate several individual level equations to investigate the impact of child benefit on the probability of smoking, drinking, and the impact on labor supply of the father.
6
For the household level specifications, I assume that the outcome of interest, k, of household j during time t is described by the reduced form equation
where Y jt is the real net monthly household income of household j during year t and Z jt contains other exogenous time-varying characteristics of the household. If real monthly net household income, Y jt consists of the child benefit, y jt , and income from other sources, x jt , then
Following Kooreman (2000) , Edmonds (2002), and Blow et al. (2012) I assume that f k (·) is linear, and that y jt and x jt are additively separable.
The empirical specification takes the following fixed-effects form:
where Z jt contains the number of children in the household and any other family attributes.
Since the child benefit is a strict function of the number of children, controlling for the number of children in the household is essential to isolate the effect of the child benefit from any other effect of the number of children in the household. µ j is a vector of household fixed effects so that the effect of child benefit can be identified from variation in the child benefit 6 I do not consider labor supply of the mother because of generous paid maternity leave regulations as well as laws that prohibit mothers of newborn children to be employed under any circumstance ("Mutterschutz"). These factors complicate labor supply decisions of the mother and make it very difficult to identify the effect of child benefit income.
within the households over time. ν s is a set of indicators for the state of residence of the household to account for systematic differences in behavior accross regional areas, and τ st represents the set of region specific time trends to capture systematic variation over time in each region. ε jtk is an idiosyncratic error term.
When the outcome of interest is observed at the individual level instead of the household level, equation (3) becomes
where the subscript i denotes the individual. Note that in this individual-level fixed effects specification the income variables x jt and y jt are still observed at the household level, and Z ijt now also contains time-varying exogenous characteristics of the individual in addition to the household level characteristics used in the specification of equation (3).
I use data from the German Socio-Economic Panel (SOEP) to estimate specifications according to equation (3) and (4). The SOEP is a longitudinal data set that has been collecting data since 1984, with multiple refreshment samples (in 1993, 1998, 2000, and 2006 ) to counter sample attrition. 7 Among many other detailed household characteristics and individual characteristics of each household member, the data also contain information regarding the amount of child benefit received, as well as the number of children in the household (see Wagner et al., 2007) .
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In 1996 there was a change in the way that the child benefit is administered. Prior to 1996, households received both a tax credit and a small cash benefit. From 1996 onward, the child benefit system has been administered according to the description in Section 2.
To avoid complications due to the different child benefit policies before 1996, I restrict my 7 In addition, in 2002 there was a separate sample taken that targeted high income households. Due to the fact that the tax savings due to a tax credit may be larger than the sum of the monthly cash child benefit payments for this group, I exclude the 2002 high income sample from my estimations. My results are not sensitive to omitting or including this sample in the estimations.
8 I use the official monthly amounts of child benefit for which households are eligible to correct for measurement error in the reported child benefit variable. Respondents are much less likely to committ an error when counting their children compared to remembering the precise amount of child benefit they receive. It is important to emphasize that (conditional on the number of children) the change in child benefit is exogenous and does not depend on any other family characteristics. Issues regarding the take-up of social assistance may be a concern if, for instance, a welfare stigma discourages households to apply for support for which they may be eligible (Moffitt, 1983) . In the context of the German child benefit these issues are not a concern. Due to the universal eligibility of children the child benefit is not considered a social assistance in the same sense that welfare programs are considered social assistance, and it is not associated with welfare stigma (Frick and Groh-Samberg, 2007) .
The first outcome of interest is related to housing. In particular, I estimate the impact of the child benefit on the probability that the household owns or rents their residence, as well as on the size of the residence. Questions about the residence of the household are asked in every wave of the survey so that changes in the housing conditions of households can be tracked very precisely. There are two margins along which the child benefit may impact the consumption of housing services. First, a household may choose to either rent or own a home. Second, a household may "move up" to a larger or otherwise improved home.
For those households that currently rent their home, an increase in income could result in changes along either margin. The household may decide to pursue home ownership, or they may choose to rent a larger residence. On the other hand, home owners are very unlikely to go back to renting a home due to changes in child benefit income. Moreover, since selling a home is more costly and time consuming than terminating a lease, it is also less likely that home owners will purchase a larger home due to the change in child benefit income. Since there may be systematic differences in how renters react to increased income compared to owners, I estimate separate regressions for renters and owners.
Investigating whether a change in the child benefit impacts the probability of owning a car allows an insight into whether child benefit income is also used to purchase large ticket items. While a car is not a commodity that is assignable to the child directly, there are certainly benefits to the child from having a car available in the household. Questions regarding whether a car is available in the household are asked in 1996 and in every year between 2000 and 2008. Data on total expenditures on food are available for the years 1998, 2000, 2001, 2003, 2005, and 2007 . Using information of the number of household member, I construct a measure of per person household expenditures on food.
At the individual level, I investigate whether the child benefit has any impact on the probability of being a smoker by using questions regarding tobacco consumption asked during 1999, 2001, 2002, 2004, 2006, and 2008 . It is certainly not in the interest of the policy maker to support parents' smoking habit. This is especially true because the health effects of second hand smoke may have a direct negative impact on the child's wellbeing. In addition to smoking, I explore the relationship between child benefit and the consumption of alcohol.
The child benefit is a much larger share of total household income for low income households and since the family-support component ("Förderanteil") of the benefit is particularly high for those families, I estimate some specifications separately for low and high income households. In the European Union, a household is considered to be living in relative poverty if household income is below 60% of the national median of comparable households, after social transfers. I define a household to be low-income if the mean real net monthly household income is less than 60% of the median of the distribution of the household-means of real income in the sample. Since my data set contains a panel of households, using 60% of the mean of household income over time smoothes over transitory income shocks so that they are not considered in determining the sample, while staying true to the spirit of the definition. None of the results below are very sensitive to the choice of the income cutoff.
Results and Discussion

Household Level Results
The first set of results pertain to the housing conditions of the family. I estimate equation 3, where the outcomes are the probability that the family rents or owns their dwelling, the size of the dwelling measured in square meters, and the size of the dwelling measured in the number of rooms that are larger than 6 square meters. I exclude households that live in public subsidized housing from the estimations. Column 1 of Table 3 shows that the probability of renting (versus owning) a home decreases by about 0.07 percentage points for a one percent increase in the amount of child benefit. Moreover, the results presented in columns 2 and 3 of Table 3 show that a one percent increase in child benefit is associated with a 0.057% larger apartment when size is measured in square meters, as well as an 0.064% larger apartment when measuring size by using the number of rooms in the residence. While these results are statistically sigificantly different from zero, the magnitude is small. The mean size of the residences in our sample is about 110 square meters and for a household with two children the 33% increase in child benefit experienced from 1996-2009 translates into an average increase in size of about 2 square meters (about 21.5 square feet). Households are a statistically significant 0.068 percentage points more likely to have access to a garden at their residence as child benefit income increases by one percent (column 4).
The second row in Table 3 presents the income elasticities with respect to the outcomes.
Since child benefit income is completely fungible, we should not expect a difference of the coefficients on child benefit income and other household income. As expected, an F test of the hypothesis that the two coefficients are equal fails to reject equality for the equation explaining the probability of renting, as well as the equations explaining the size of homes.
However, column 4 shows that the impact of a change in child benefit income on the probability of having access to a garden is statistically significantly larger than the impact of other household income on the probability of having access to a garden. The F test of equality of the coefficients rejects equality with a p-value of 0.0747.
Renters are likely to react differently to increases in child benefit income compared to home owners because switching rented apartments or houses is associated with much lower transaction costs compared to selling or purchasing a home. Table 4 income on the quality of the residence is positive and significant, the effect of the child benefit is statistically indistinguishable from zero. As expected, neither child benefit income or other income have any effect on monthly utility expenses for heating and warm water, etc per square meter.
With respect to the measures of size of residences, columns 3 and 4 of Table 4 show that the impact of child benefit income is positive and significant for renters. The coefficients of home size measured in square meters and the number of rooms are about 0.08 and 0.11, respectively. Therefore, the income elasticity with respect to the size of a household's residence is larger in the subsample of renters compared to the overall sample. Table 4 further shows that the probability of having access to a garden and the probability of evaluating the size of one's dwelling as too small are not impacted by child benefit income (columns 5 and 6).
Investigating any labelling effect that may be associated with child benefit income results in a significantly different coefficient of child benefit income and other sources of income only for the equation explaining the size of the home as measured by the number of rooms. In this equation the impact of a change in child benefit income is significantly larger than the effect of a change in other types of income.
Results for households that own their residence are presented in Table 5 . I estimate again the impact of the child benefit amount on the size of the residence and whether the residence comes with access to a garden. Home ownership is not always associated with regularly recurring payments. A household may be paying a mortgage, but they may also have inherited the home, or paid off the home already in the past. Therefore, I do not have an equivalent to "rent" available for owners. Utility expenditures (heating and warm water, etc) are only available for renters in the data. For both measures of size the coefficient of interest is statistically insignificant. This is, not surprising because home owners are likely to require a much larger increase in income compared to renters before they would consider leaving their home. Interestingly, the coefficient of the child benefit in the equation explaining the probability of having access to a garden is statistically significant, though only marginally.
The fact that the impact of the amount of child benefit on having a yard is highly statistically significant and largest in the overall sample, but indistinguishable from zero when estimating the specification for renters and only marginally significant when estimating the specification for owners separately suggests that moving from renting to owning is the mechanism for obtaining a garden. This is corroborated by the negative and significant coefficients of the controls for owning versus renting in the overall regressions presented in Table 3 . Table 6 shows results of the impact of the child benefit on the probability of a car being available in the household. The first column shows that the probability of owning a car increases by 0.027 percentage points as the child benefit increases by 1 percent. This result is statistically significant at the 5 percent level, yet the magnitude of the impact is very small.
Since a large number of households already own a car (91% of the observations), I estimate separate specifications for families with low average household income. Columns 2 and 3 of Table 6 show that the point estimate of the impact of the child benefit on the probability of owning a car is much larger for low income households. However, the point estimate is statistically insignificant for the low income sample as well as the higher income subsample.
The impact of other income on the probability of owning a car is highly statistically significant regardless of the subsample. Moreover, despite the imprecise estimation of the elasticity for the high income sample, an F-test rejects the hypothesis that the coefficients on child benefit income and other income are equal with a p-value of 0.0832. In this case, however, the coefficient on child benefit is significantly smaller than the coefficient on other types of income. If this should be interpreted as evidence for a labeling effect, then parents are less likely to spend child benefit income on a car than they are other types of income.
Next, I present results of estimations that investigate the impact of child benefit on monthly food expenditure per person in the household. Table 7 For low income households, the child benefit income elasticity on per person food expenditures is a much larger 0.39 compared to the higher income household's elasticity of 0.17.
Low income households spend less on food (e122.71 per person) compared to higher income households (e156.08 per person). The increase in child benefit for a family with two children over our sample period is associated with a e15.90 increase in low income households, compared to e8.67 in higher income households. If per person monthly food expenditure are a proxy for nutritional quality, then the child benefit improves household well-being, especially for low income households.
Individual Level Results
Next, I turn my attention to individual level outcomes. As described above, I use a panel of individuals for these estimations and I include individual level fixed effects. The child benefit income, number of children, as well as other household characteristics are still observed at the household level. In order to ensure that the sample used in the estimations does not include any children themselves, I restrict my sample to individuals who are at least 25 years old.
First, Table 8 shows that the probability of being a smoker increases in the amount of child benefit received. As child benefit income increases by one percent, the probability of being a smoker increases by about 0.068 percentage points. This effect is statistically significant and larger for males (0.083) compared to females (0.059) in the sample. The impact is larger yet for immigrants: a one percent increase in child benefit income increases the probability of smoking by 0.13 percentage points. Interestingly, the coefficient of other household income is insignificant in all regressions and the test for equality of the coefficients rejects in all cases except the specification that uses only female respondents. Child benefit income does not seem to have any effect on smoking intensity. Table 9 shows that conditional on being a smoker, child benefit income does not have a statistically significant effect on the number of cigarettes smoked. This is the case for the entire sample, as well as for subsamples by gender or immigrant status.
When distinguishing between low income and higher income households, I find that there is no effect of child benefit income on smoking for the low income subsample (Table   10 ). However, the coefficients for the higher income subsample are still positive and highly statistically significant. For the higher income subsample, a one percent increase in child benefit income increases the probability of being a smoker by almost a tenth of a percentage point. Note, however, that the baseline probability of being a smoker is still much higher for individuals living in low income households. about 54% of individuals living in low income households were smokers, compared to only 36% of individuals living in higher income households. Table 11 presents results on drinking behavior. The dummy variable is coded to 1 if the individual indicated to frequently consumer either beer, wine, liquor, or mixed drinks and zero otherwise. In addition to household level controls, I also include the sex and level of education of the individual, as well as a quadratic term in age. I do not find a statistically significant impact of child benefit income on the probability of drinking alcohol frequently. Blow et al. (2012) found that a large proportion of unexpexted increases in child benefit income in the UK were spent on alcohol. While I am not able to identify expenditures on alcohol, I am still unable to find a significant impact on drinking behavior in response to changes in child benefit income. Note, however that respondents to the SOEP were asked about their drinking behavior only twice: in 2006 and 2008. During this time there was no change in nominal child benefit and the only identifying variation in child benefit comes from the fact that inflation decreased real child benefit between 2006 and 2008. Due to these data limitations results from the drinking behavior regressions should be taken with caution.
Finally, I investigate whether child benefit income has an impact on labor supply. I concentrate on the labor supply of men because there are legal restrictions imposed on women after giving birth with respect to market work. Moreover, identifying the impact of a child benefit is difficult due to the possibility of paid maternity leave or similar policies designed to reduce the opportunity cost of staying at home to take care of young children. Table 12 presents the results of estimating the impact of child benefit income on the average number of hours worked per week. In addition to household characteristics and standard individual level controls, I include a regressor for tenure at the firm, as well as a variable indicating the number of years of full time work experience in all regressions. Moreover, I include an indicator for whether the individual is employed fulltime, part time, or or irregularly employed, as well as an indicator for being a civil servant.
Column 1 of Table 12 shows that as child benefit income increases, the number of actual hours worked per week decreases. A one percent increase in child benefit is associated with a 0.03% decrease in hours worked per week. At an average work week of about 44 hours, the 33% increase in child benefit payments between 1996 and 2009 for a family with two children therefore decrease the length of the workweek by about 25 minutes. Columns 2 and 3 show that the impact on the number of hours per week specified in the individual's labor contract is smaller than the impact on the number of over time hours worked. A one percent increase in child benefit payments decreases contractual hours by 0.01%, while over time hours decrease by about 0.14%.
Conclusion
This paper investigated the effect of exogenous changes in child benefit income in Germany on various dimensions of household expenditures and behaviors. Using panel data from the German Socio-Economic Panel, I identify the effect of changes in the child benefit on households' probability of homeownership, the size of their residence, the probability of having acces to a garden, the probability of having a car, as well as total weekly food expenditures. At the individual level, I investigate the impact of child benefit income on smoking and drinking behavior, as well as its impact on labor supply of the father. Since I use panel data and include household or individual fixed effects in all estimations and control for for the number of children, household composition, and other household and individual time varying characteristics, it is possible to very cleanly identify the effect of child benefit income.
I find that there is a statistically significant impact of child benefit income on the probability of owning a home, as well as on the probability of having access to a garden. The magnitude of the impact, however, is small. Among those households who rent their home, the size of the residence increases as well. For home owners, there is no significant effect of child benefit income on the size of homes. I find that for higher income households the probability of owning a car increases in the child benefit. Again the effect is statistically significant but small. The largest significant effect of child benefit income is on food expenditures. The increase in the child benefit over the sample period used in this paper has increased per capita food expenditures by about e15.19 per month for low income households, and by about e8.96 for higher income households.
Since it is the explicit intention of the policy maker to ensure the wellbeing of children in terms of nutrition and housing, my results show that the child benefit does indeed have the desired effect. The increase in food expenditures in response to increases in child benefit income is particularly large and if per capita food expenditure is interpreted as a proxy for nutritional quality, then the child benefit improves well-being of children especially in lower income households. Contrary to previous literature on child benefit systems from different countries, however, I find only limited evidence that parents treat child benefit income different from other sources of income. Except for few instances, I am unable to conclude that the impact of a change in child benefit income is statistically different from the impact of a change in other types of income.
I also find that increases in child benefit income are associated with an increased probability of smoking. This effect is observed in higher income households and is certainly not in the interest of the policy maker. The effect of child benefit income on smoking is statistically significanly larger than the impact of changes in other types of income on smoking. While it seems paradoxical that child benefit income causes smoking, other studies in different countries have also found that child benefit income is associated with bad health inputs in parents. For example, Blow et al. (2012) showed that unexpected increases in child benefit in Britain are mainly used for alcohol. The mechanism of this effect warrants further research. Finally, I show that additional child benefit income is associated with decreased labor supply in the fathers of the children. For a family with two children, the exogenous changes in child benefit between 1996 and 2009 results in a reduced labor supply of about 25 minutes per week for men. Note: Net HH Income does not include the Child Benefit. Real Child Benefit and real net household income were calculated using the overall consumer price index. Rent and Utilities were deflated using the specific rent-and-utility price index. Note: Only individuals older than 25 years living in households with children that receive child benefit are included. Summary statistics on the number of cigarettes are conditional on smoking any cigarettes at all. The statistics for labor supply variables incluse only males who are in the labor force and currently employed. 
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